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About This Document

This document presents an accountability report for the U.S. Department of Agriculture
(USDA) Forest Service for fiscal year (FY) 2001, consistent with the Reports Consolidation
Act of 2000 (PL. 106-531). The consolidated report combines the agency’s Financial
Statement including the Management’s Discussion and Analysis section, the Annual
Performance Report, the Federal Manager’s Financial Integrity Act Report, and selected
information from the Annual Report of the USDA Forest Service.

Combining these various reports will accomplish the following:

* Present a cohesive and comprehensive picture of USDA Forest Service accountability;
« Eliminate duplicative reporting;

* Provide a single source for corporate information; and

* Fecilitate the integration of financial accountability with performance accountability.

The report provides a comprehensive overview of the USDA Forest Service, including who
we are, what we do, and how well we met performance goals set for FY 2001. This
information is relayed through the mission statement, major program area descriptions,
organizational chart, discussion of the major issues facing the USDA Forest Service, and
analyses of the agency’s financia statements and performance goals and results. To provide a
complete picture of how well the USDA Forest Service is doing, the report addresses the
agency’s financial performance and the management controls being taken to ensure accounta
bility. Significant progress in improving the USDA Forest Service's financial accountability
was achieved in FY 2001. A complete analysis of the USDA Forest Service financia position
from the agency, as well as from the Office of Inspector General (OIG), can be found in
Appendixes A and B, respectively.

A thorough description of each performance goal, the FY 2001 results, and conclusions can be
found in Appendix C. Program details, historically published in the annual Report of the
USDA Forest Service, can be found in Appendix D. Required supplementary information
concerning land stewardship, heritage assets, human capital, research and development, and
deferred maintenance can be found in Appendix E. Finally, a glossary of agency acronyms and
abbreviations can be found in Appendix F.

If you have comments or questions about this report, please send them to
USDA Forest Service

Attn: CFO Staff

Stop Code 1148

1400 Independence Avenue, S.W.

Washington, DC 20250-1148

A copy of this report can be obtained at http://www.fs.fed.us/library/reports.html
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Message from the Chief

This past year presented significant challenges for the USDA Forest Service and the Nation,
including the tragic loss of four firefightersin the Thirtymile Fire and the terrorist attacks on
September 11, 2001. Our lives are forever changed as a result of these events.

The loss of four firefightersin the Thirtymile Fire is atragedy that must not be repeated. The
Forest Service must provide effective but safe response to wildland fires. We are committed to
taking every possible action to guarantee the safety of our firefighters. Changes are being
made to improve firefighter safety and reduce risks.

| am proud of the assistance we provided, through the Federal Emergency Management
Agency, to the recovery effortsin New York City and at the Pentagon after the terrorist attacks
in September. The Forest Service provided incident management teams, fire crews, and other
personnel for logistical, planning, communications, and distribution support.

As aresult of the catastrophic fire season in FY 2000, a National Fire Plan was developed by
the Forest Service and the Department of the Interior. Bipartisan legislation resulted in
significant funding in FY 2001. The 10-Year Comprehensive Strategy, a framework for
implementing the National Fire Plan, was developed with cooperators at all levels of
government as well as from conservation and commodity groups and community-based
restoration groups. We are also working very hard on recovery, rehabilitation, and prevention
efforts. Work on Federal lands is being coupled with technical and economic assistance to
States, tribal governments, local communities, and individual s to address the numerous
impacts of fire.

We worked very hard in FY 2001 to improve our financial accountability. A major area of
focus was on tracking more than $4 billion of real property managed by the agency. We also
have completed our second full year of operating the Foundation Financial Information
System, a fully compliant and integrated financial management system. Efforts such as these
will enable the Forest Service to be a leader in Federal financial management.

These activities and many others are moving the agency forward in its mission "to sustain the
health, diversity, and productivity of the Nation’s forests and grasslands to meet the needs of
present and future generations." This Report of the Forest Service, FY 2001, provides a
cohesive and comprehensive picture of agency accountability, incorporating both financial and
performance information. As we move forward, we have a tremendous opportunity to apply
what we have learned over the last century of natural resource management. We will build on
our successes to improve our natural resource and public service mission and to ensure that
our Nation’s public lands remain the best in the world.

Thanks to all who contributed to our successin FY 2001.

DALE N. BOSWORTH
Chief


http://www.fs.fed.us/library/biography/BosworthBio.htm




Executive Summary

This document represents an effort to consolidate three reports previously published as
separate documents. Those reports are the Financial Satements and Management’s Discussion
and Analysis, the Annual Performance Report, and the Report of the Forest Service.

Reviewers of this Report of the Forest Service, FY 2001— ncorporating Financial and
Performance Accountability should find the information helpful in understanding the mission
of the U.S. Department of Agriculture (USDA) Forest Service, the agency’s major issues, and
how well it accomplished major goals and objectives.

For more than a century, the USDA Forest Service has served as aworld leader in the

management, protection, and utilization of forest, rangeland, and aquatic ecosystems. In

addressing many challengesin fiscal year (FY) 2001, the USDA Forest Service:

» Began implementing a 10-Year Comprehensive Strategy to reduce wildland fire risks to
communities and the environment and to ensure employee and public safety.

» Addressed the increasing threat of invasive species to the integrity and viability of forest and
rangeland ecosystems.

» Asacontinuing priority, continued to meet the Nation’s outdoor recreation needs while
efficiently maintaining the critical infrastructure enjoyed by the public.

« Continued to emphasize restoration and enhancement of watersheds.

» Addressed financial and performance accountability to maintain momentum towards
obtaining an unqualified audit opinion.

In response to a devastating FY 2000 fire season, the National Fire Plan was implemented.
The plan focuses on reducing the impacts of wildland fire on rural communities, reducing the
long-term threat from catastrophic fires, and ensuring sufficient firefighting readiness. To
achieve these goals, the USDA Forest Service is working with communities to reduce
hazardous fuel buildups, restoring fire-affected ecosystems, and equipping communities with
wildland firefighting tools for reduced fire risk. In addition, the USDA Forest Serviceis
reducing the risks to life, property, and ecosystems by training employees on how to respond
to incidents that may threaten homeland security or become national disasters and
emergencies.

Coordinated by State and Private Forestry, Research and Development, National Forest
System, and International Programs, the USDA Forest Service continued an invasive species
program. The program’s goal of reducing adverse social, economic, and ecological impacts of
key invasive pests, insects, plants, and diseases threatening forest, rangeland, wildland, and
urban ecosystems in the United States includes the long-term strategy of using extensive
partnerships with international governmental organizations, other Federal agencies, State and
local governments, nonprofit organizations, and private landowners.

To meet outdoor recreation needs and to reduce cost, the USDA Forest Service has focused on
providing recreation opportunities while protecting natural resources, improving visitor
satisfaction of facilities and services, improving USDA Forest Service relationships with
public and private entities, establishing professional partnerships and governmental
cooperative efforts, and completing management plans for wild and scenic rivers.
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The USDA Forest Service continues to demonstrate innovative ways to improve watershed,
forest, range, water, and habitat conditions with a number of multiyear projects in partnership
with other Federal agencies and State, local, and tribal governments. Additionally, the USDA
Forest Service isincreasing cooperative efforts with States involved in water rights adjudi-
cations for developing alternative solutions to maintaining sustainable water supplies. This
will involve the investment of water mitigation restoration projects.

In response to a clear need to improve financial and performance accountability and to obtain
an unqualified audit opinion on its annual financial statements, the USDA Forest Service
reorganized its financial management to focus on issues preventing the attainment of an
unqualified audit opinion. Major issues that were addressed include reliability of the real and
personal property accounting and realigning the year-end closing, financial statement, and
financial audit liaison responsihilities. As a result of these changes, lessons learned from the
FY 2001 year-end process, and assistance from the USDA Office of the Chief Financial
Officer, the USDA Forest Service will further reengineer its processes and focus on account
reconciliations for an improved opportunity of attaining an unqualified audit opinion in

FY 2002.

In addition to addressing these significant issues, the USDA Forest Service achieved or
exceeded a significant portion of its performance targets in FY 2001. For example, under the
strategic goal of multiple benefits for people within capabilities of ecosystems, the indicator
of number of special use permits administered to standard showed a substantial increase. The
USDA Forest Service administered 12,907 permits, 98 percent more than planned. In other
areas where target definition weaknesses were identified, the agency will prepare a definable,
measureable, and verifiable standard for future year accounting and reporting purposes.
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Mission Statement

The mission of the USDA
Forest Service is to sus-
tain the health, diversity,
and productivity of the
Nation’s forests and
grasslands to meet the
needs of present and
future generations.

Organizational Structure

Mission, Organizational Structure, and Programs

The U.S. Department of Agriculture (USDA) Forest Service commitment to land
stewardship and public service is the framework within which natural resources are managed.
Implicit in this statement is the agency’s collaboration with public, private, and nonprofit
partners.

As one of the lead Federal agencies in natural resource conservation, the USDA Forest Service
provides leadership in the protection, management, and use of the Nation’s forest, rangeland,
and aguatic ecosystems. The USDA Forest Service management approach integrates
ecological, economic, and social factors to maintain and enhance the quality of the
environment to meet current and future needs. Through implementation of land and resource
management plans, the agency ensures sustainable management by restoring and maintaining
species diversity and ecological productivity. These activities support recreation, water, timber,
minerals, fish, wildlife, wilderness, and aesthetic values for current and future generations.
Further, the Research and Development (R& D) division of the USDA Forest Service is one of
the world's leading forestry research organizations. By conducting and sponsoring basic and
applied scientific research, the USDA Forest Service leads the way in increasing the basic
biological and physical knowledge of the composition, structure, and function of forest,
rangeland, and aquatic ecosystems.

Through technical and financial assistance, the USDA Forest Service supports the States and
private landowners in practicing good stewardship, promoting rural economic development,
and improving the natural environment of cities and communities. The USDA Forest Service
strives to develop and use the best available scientific information to meet agency goals and
objectives. Domestic and international activities are directed at developing values, products,
and services in such away as to maintain ecosystem health. The USDA Forest Service
Strategic Plan isintegral in guiding the agency in meeting its mission objectives.

The Chief of the USDA Forest Service and the Associate Chief manage the agency from the
Washington Office and provide national-level policy and direction to the field officesin
response to Administration priorities, congressional direction, and other national issues. The
regional offices link the Washington Office to individual units of the National Forest System
(NFS). National forests and grasslands are subdivided into ranger districts and are managed by
district rangers who report to the forest supervisor. As depicted in the organizational chart on
the following page, six deputy chiefs, nine regional foresters, six station directors, one area
director, and the directors of the Forest Products Laboratory and International Institute of
Tropical Forestry report directly to the Chief.



USDA Forest Service Organizational Structure
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Supercedes Chart Dated: June 16, 1997
Prepared by: Human Resources Management Staff, Washington Office

The agency manages the 192 million acre National Forest System for many purposes; administers a comprehensive research program; provides for cooperative forestry
assistance to States, communities, and private forest landowners in the United States; and conducts international forestry activities in cooperation with other countries.



Land Management

The USDA Forest Service is alarge, geographically dispersed organization. The NFSis
comprised of 155 national forests, 20 nationa grasslands, 5 national monuments, the National
Tallgrass Prairie, and 6 land utilization projects. These units are located in 44 States, Puerto
Rico, and the Virgin Islands, and encompass over 192 million acres. The USDA Forest Service
regional boundaries and administrative units are shown on the map on the following page.
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Overview of Programs

Forest and Rangeland
Research

The R&D division of the USDA Forest Service is one of the world's leading forestry research
organizations, conducting and sponsoring basic and applied research and devel oping
innovative and cost-effective techniques. This research isimproving the knowledge base
needed to enhance scientific understanding of ecosystems in support of sound decisionmaking
and sustainable management of the Nation’s forests and grasslands. Further, the R& D division
is committed to providing knowledge and technology to private landowners, enabling them to
better sustain the health, productivity, and diversity of their lands. The USDA Forest Service
R&D program is focused on the following seven functional aress:
¢ Maintaining and enhancing the productive capacity of forests and rangelands;
e Maintaining and enhancing forest and rangeland health;
« Maintaining forest and rangeland contributions to carbon cycles;
* Maintaining and conserving soil, water, and air resources,
» Maintaining and enhancing long-term, multiple socioeconomic benefits to meet the

needs of society;
e Conserving biodiversity; and
« Monitoring forest inventory and health.




State and Private Forestry

State and Private Forestry (S& PF), a division of the USDA Forest Service, is a Federal |eader
in providing technical and financial assistance to landowners and resource managers to help
sustain the Nation's urban and rural forests and protect communities and the environment from
wildland fires. S& PF programs help bring forestry to all landowners—woodlot, tribal, State,
and Federal—in efficient, nonregulatory ways. Through management, protection, conservation
education, and resource use efforts, S& PF helps facilitate sound stewardship across lands of
all ownerships on alandscape scale, while maintaining the flexibility for individual forest
landowners to pursue their objectives. S& PF plays a key role, along with the NFS, R&D, and
the U.S. Department of the Interior in implementing the National Fire Plan to manage
the impacts of wildland fires on communities and the environment. S& PF operations provide
for the following activities:
» Maintaining healthy and productive forest ecosystems by preventing, detecting,

and suppressing damaging insects and disease;
* Providing technical and financia assistance to States and local fire agenciesto

promote efficient wildland fire protection on Federal, State, and private lands; and
» Engaging in partnerships that improve management, protection, and use of

forest-based goods and services with States and private landowners.




National Forest System

The NFS, another division of the USDA Forest Service, is managed under the principles
articulated in the National Environmental Policy Act and the National Forest Management Act.
Administration of NFS lands uses a multiple-use land management approach that best meets
commodity and resource needs without impairing the ecosystem or damaging the
environment. The natural resources contained within the NFS are managed to meet the needs
of the Nation in a sustainable manner. The aquatic and terrestrial ecosystems comprising the
NFS encompass tropical and boreal forests, grasslands, and 5.4 million acres of important
wetlands. NFS operations provide an array of multiple uses, including, but not limited to, the
following:

» Administering and managing recreation, wilderness, and heritage areas;

* Restoring, recovering, and conserving fish and wildlife and their habitats;

* Sustainably managing forest, rangeland, mineral, and water resources;

 Conducting resource inventories and assessments of NFS lands; and

* Providing a safe environment for the public and for USDA Forest Service employees.




Wildland Fire
Management
Program/The National
Fire Plan

The Wildland Fire Management Program protects life, property, and natural resources on the
192 million acres of NFS lands, and covers an additional 20 million acres of adjacent State
and private lands. This program is guided, in part, by the fundamental principles articulated in
the Nationa Fire Plan, as adopted by the Secretaries of Agriculture and the Interior in

FY 2001. Among many programmatic functions, funds are used to support actions that help
prevent, detect, and take initial suppression actions on wildland fires. The program aso
supports fire operations, including fire suppression efforts and the reduction of hazardous fuels
that minimize the potential for large, destructive wildfires. This program also funds Burned
Area Emergency Rehabilitation projects that restore environments damaged by wild land fires.




Capital Improvement and Capital Improvement and Maintenance provides funding to improve, maintain, and operate the

Maintenance USDA Forest Service infrastructure. Funding is provided for NFS roads and trails, as well as
for modifying existing facilities or constructing new ones. The emphasis of the program is on
annual and deferred maintenance; when annual maintenance work is not completed during the
fiscal year for which it is funded, it becomes deferred maintenance. The focus of the deferred
maintenance program is the reduction of the maintenance backlog, with priority on critical
health and safety issues.

Land Acquisition—Land Through the Land and Water Conservation Fund (LWCF), the USDA Forest Service works
and Water Conservation with partners to protect important lands, conserve open space, and preserve forested and
Fund coastal areas, primarily through land acquisition. Many of the acquired lands are located in

congressionally designated areas, such as wilderness areas, national recreation areas, wild and
scenic rivers, and national scenic trails.



Community and
Land Protection
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Major Issues Facing the
USDA Forest Service

The USDA Forest Service plan for the future will focus on areas of work in which the agency,
in cooperation with its partners, can make tangible contributions to sustainable resource
management. In meeting the emphasis areas described below, the USDA Forest Service will
better demonstrate the value of the work of the organization to its partners and to the Nation as
awhole. The USDA Forest Service plans to meet the following challenges:

* Implement the 10-Year Comprehensive Strategy to reduce wildland fire risks to
communities and the environment;

 Ensure employee and public safety;

 Improve the timeliness and effectiveness of agency decisionmaking;

» Address the increasing threat of invasive species to the integrity and viability of
forest and rangeland ecosystems,

* Meet public demand for the use of natural resources in a sustainable manner;

» Meet the Nation’s outdoor recreation needs while addressing increasing maintenance
and facilities repair costs;

 Restore and manage watersheds; and

* Improve financial management systems and controls to attain better accountability
and an unqualified clean audit opinion from the Inspector General.

Wildland fire can lead to devastating loss of life and property. If properly managed, however, it
is also one of the best tools for sustaining healthy forests and grasslands. Catastrophic firesin
the first half of the 1900s caused the Nation to adopt a policy of fire prevention and
suppression. Ironicaly, firefighters became so effective at suppressing fires that small trees and
brush built up to dangerously high fuel levels. The severe fire season of FY 2000 highlighted
the need to find ways to protect life and property and minimize losses of natural resources. This
led to the adoption of the National Fire Plan. The National Fire Plan includes implementing an
ambitious program of work while preparing the longer term foundation to reduce fire risk and
restore healthy, fire-adapted ecosystems on the Nation's forests and rangelands. The goals of
the National Fire Plan are to (1) reduce the impacts of wildland fires on rural communities,

(2) reduce the long-term threat from catastrophic fires, and (3) ensure sufficient firefighting
readiness. Many management practices, such as thinning, timber stand improvement, and
prescribed burning can be systematically blended to meet site-specific forest needs. To achieve
these goals, the USDA Forest Service will work with communities to reduce hazardous fuel
buildups, restore forested ecosystems impacted by catastrophic fire, and equip those
communities and homeowners with the tools necessary to reduce wildland fire risks.

While these efforts will help reduce threats to communities at risk, large wildland fires will

not be eliminated. Long-term and comprehensive programs in fire prevention, fire suppression,
and fuel treatments, involving other Federal agencies, States, tribes, and communities, will be
necessary before the current fire environment is changed to one that is less destructive and
costly. To this end, the USDA Forest Service is currently working on improvements to
wildland fire planning systems, focusing fuel treatment in areas where communities are at risk,
working with other Federal and State agencies to plan interagency landscape-level fuel
treatment programs, and expanding fire prevention programs.


http://www.fireplan.gov

Public and
Employee Safety

Invasive Species

National Fire Plan—Partnerships in Success

In Baker City, OR, the National Fire Plan is making a difference in the watershed
that serves as a source of drinking water for this town and surrounding
communities. In the past 2 years, the Federal Government has spent $2.2 million
for projects intended to protect the 10,000-acre watershed from wildland fire. If

a fire burned a significant portion of the watershed, the city might have to build

a water filtration plant.

The USDA Forest Service is building a shaded fuelbreak at the south end of the
watershed to protect it from a wildland fire. A shaded fuelbreak is a place where
trees are thinned to leave more space between the ones left standing. Workers
haul away or burn the underbrush and fallen limbs, which, if left on the ground,

can keep a fire going.

- 5, ’ 4 T

Treatment of fuels in shaded  Shaded fuelbreak after treatment
fuelbreak

The safety of the public and USDA Forest Service employees is foremost in everything the
agency does. The USDA Forest Service is committed to ensuring that all changesin
management, policy, training, and operations reflect the goal of improving safety. Consistent
with that goal, the USDA Forest Service will work to reduce risks to life, property, and
ecosystems from high-intensity wildland fires within and adjacent to communities.
Furthermore, agency employees trained in responding to emergency incidents are likely to
play an expanded role in ensuring homeland security and responding to national disasters and
emergencies.

The USDA Forest Service is committed to diminishing the rate of infestation and

introduction of invasive species on forests and grassland. Invasive species, including animals,
insects, plants, and associated pathogens, are a significant threat to the integrity and viability of
forest and rangeland ecosystems. They contribute to tree mortality and high-intensity wildland
fires, causing hillions of dollars in damage annually. Invasive species put many resources at
risk, including wilderness, wildlife, forage, visua quality, reforestation, recreation opportu-
nities, land values, farming, and others. For example, 56 million forested acres are at risk along
the leading edge of a gypsy moth front. In Oregon and Cadlifornia, 27,864 acres of Port-Orford-

11




Recreation in Our
National Forests
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cedar root disease have been identified on Federal lands. On the 192 million acres of NFS
lands, 3.9 million acres of noxious native and non-native weeds have been identified.

The USDA Forest Service invasive species program is a coordinated effort implemented
through four divisions: S& PF, R& D, NFS, and International Programs. The goal of the
program is to reduce adverse social, economic, and ecological impacts of key invasive pests,
insects, plants, and diseases threatening forest, rangeland, wildland, and urban ecosystemsin
the United States. In part, this goal was reached by emphasizing partnerships, operations, and
research and development activities that prevent, monitor, and control invasive species, and
that restore impacted ecosystems.

To date, USDA Forest Service efforts have focused almost exclusively on insects, plant
pathogens, and terrestrial noxious weeds, such as fire ants, gypsy moths, zebra mussels, Asian
longhorned beetle, Sudden Oak Death disease, purple loosestrife, citrus canker, nutria, and
yellow star thistle. The frequent introduction of invasives, however, requires immediate focus
on other species as well, including aquatic weeds, non-native fish, cogon grass that destroys
habitat of green sea turtles, species that directly impact migratory songbird habitat, and
species that displace valued native animals and plants. One example of the latter is the
bullfrog that is invading the habitat of the Oregon spotted frog. Prevention efforts also need to
be increased, such as preventing the spread of weed seed along travel corridors and in the
back country.

The long-term strategy of the USDA Forest Service invasive species program includes the use
of extensive partnerships with international government organizations, other Federal agencies,
State and local governments, nonprofit organizations, and private landowners. In conjunction
with these entities, the USDA Forest Service will work to prevent the introduction of invasive
species, eradicate new infestations, manage populations of established invasives, and restore
impacted ecosystems. To effectively address invasive species problems, however, it takes a
strong collaboration with our partners, appropriate resources, and a strong determination.

The USDA Forest Service provides a vast array of recreation, heritage, and wilderness

experience opportunities. The protection and restoration of natural areas, expansion of

accessible recreation opportunities, management of off-highway vehicle use, facilities

maintenance, and safety and security concerns all demand attention. The USDA Forest

Service's challenge is to meet these demands through emphasis on the following five

interrelated areas:

« Provide recreation opportunities that meet public demand in a sustainable manner;

 Improve visitor satisfaction with USDA Forest Service facilities and services;

« Strengthen USDA Forest Service relationships with private entities and volunteer-based
and nonprofit organizations,

« Establish professional partnerships and intergovernmental cooperative efforts; and

» Complete wild and scenic rivers management plans to ensure proper management
direction for these special aress.



To address these challenges, the USDA Forest Service is taking a number of steps. For
example, the agency estimates its backlog for maintenance and repair of existing facilities
exceeds $800 million. The USDA Forest Service is investing proceeds from the Recreation
Fee Demonstration Program and other revenue-leveraging actions to reduce maintenance
backlog, particularly in the most heavily used areas. In some cases, deteriorating facilities
will be removed; in other cases, facilities will be repaired or restored. Through the
involvement of communities of interest in national forest plans and the forest planning
process, the USDA Forest Service is managing off-highway vehicle (OHV) use to provide
high-quality motorized opportunities in an ecological and sustainable manner. Further, the
USDA Forest Service is exploring opportunities for designating a system of roads, trails, and
areas appropriate for OHV use.

Partnerships with State, local, and tribal governments; nongovernmental organizations,
landowners; and others enable the USDA Forest Service to provide more services to awider
spectrum of recreational users. The USDA Forest Service is aso exploring opportunities for
long-term private sector investments in existing and future recreation developments that are
consistent with economic and socia sustainability. To attain a better handle on USDA Forest
Service impacts on local communities, the agency is committed to increasing the documen-
tation of contributions to community economies, primarily through strategic business
delivery partnerships.

Since 1996, the USDA Forest Service has experimented with numerous user recreation
fee alternatives. The Recreation Fee Demonstration Program authority expires on
September 30, 2004. The revenue generated through user fees exceeds $30 million a year
and provides critical resources for improving facilities and reducing maintenance backlog.
As part of the legidlative process, the USDA Forest Service is developing clearly stated,
nationally consistent criteria for recreation user fees.



http://www.fs.fed.us/recreation/programs/feedemo/index.shtml
http://www.fs.fed.us/recreation/programs/feedemo/index.shtml

Watershed Restoration
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Vibrant, self-renewing forests and grasslands cannot exist without plentiful supplies of clean
water. Forests and grasslands feed fresh water into hundreds of municipal watersheds
nationwide—nearly 60 million people depend on these forests and grasslands for drinking
water. Healthy watersheds are the key to sustaining a supply of clean water. Unfortunately,
many watersheds are threatened by air pollution, erosion, and increased diversions of water
from natural channels and aquifers. The USDA Forest Service strives to protect water quality
and aguatic health through the reduction of polluted runoff, the improvement of natural
resources stewardship, and an increase in public involvement in watershed management on
Federal lands.

Large-scale watershed restoration projects demonstrate innovative ways and new approaches
to improving watershed, forest, range, water, and habitat conditions at a landscape scale. A
number of multiyear projects have been developed in partnership with Federal, State, local,
and tribal governments; communities; and nongovernmental entities. Watershed planning
includes assessing and monitoring al watershed conditions to prevent the degradation of high-
quality waters and sensitive aquatic ecosystems. Streams and adjacent uplands are managed to
ensure continued benefits to fish and wildlife, while providing a broad range of services,
including recreation, forest products, and grazing.

In addition, the ability of the water supply system in the Western United States to meet the
needs of arapidly growing urban population is at risk. The supply is stressed to its limits and
is dependent on increasingly complex legal arrangements, water pumping, storage, and
transport engineering corrections. Failure of this complex water supply system will cause
unprecedented economic and social consequences. More research will be conducted to
develop tools and techniques for sustaining high-quality forested watersheds.

The USDA Forest Service will further increase efforts to cooperate with 11 States involved
in water rights adjudications to develop solutions to water quantity allocation problems.
The agency will invest in water quality mitigation programs on NFS watersheds, including
large-scale watershed restoration projects and dozens of watershed assessments, in
collaboration with hundreds of interested groups. The USDA Forest Service restored 90,800
acres of lands burned in FY 2000, helping to prevent or reduce erosion that would impact
water quality. The USDA Forest Service will continue to pursue effective watershed
management efforts to improve and maintain water quality and quantity.


http://www.fs.fed.us/largewatershedprojects/

Financial and Program
Accountability

Financial and program accountability are essential for the USDA Forest Service to achieve its
commitment to land stewardship and public service. Resources must continue to focus on the
steady improvement of financial and program accountability within the agency. Through
relevant, reliable, and accurate information, including budget, accounting, and program data,
Congress, USDA Forest Service managers, and other agency stakeholders can evaluate USDA
Forest Service programs and the results of activities. The agency, through aggressive efforts,
has moved forward on efforts to improve financial and program accountability. These efforts
have included implementing activities to comply with the Federal Managers' Financial
Integrity Act (FMFIA), Chief Financial Officers Act of 1990, Government Performance and
Results Act (GPRA), and the Federal Financial Management Improvement Act. The USDA
Forest Service has implemented the Foundation Financial Information System (FFIS), a
financial management system that is fully compliant with Federal financial requirements.

A new field-based Budget Formulation and Execution System (BFES) has also been
implemented. Accounting policies have been updated and an agency-wide effort has been
initiated to improve records for more than $4 billion of real property managed by the USDA
Forest Service. Through implementation of BFES and FFIS, and adherence to GPRA, the
agency is moving forward with development of integrated processes and systems that provide
linkages among the formulation of budgets, the accomplishment of work on the ground, and
the associated cost of the work.

The USDA Forest Service must continue to further improve business and accounting processes
and systems while capitalizing on the strengths of the new systems. A sustained effort is
needed to ensure that employees are fully trained in the use of FFIS; information about USDA
Forest Service operationsis readily available using a variety of reporting tools; and critical
processes, policies, and procedures are in place and operating. We have now reached a point
where system availability meets agency requirements. Legacy subsystems that continue to feed
datato FFIS, however, often do not meet current requirements for Federal financial
management and need to be replaced or eliminated. This effort will continue for several years
and require a significant amount of agency resources to complete.

A focused effort in the past several years has greatly improved agency records

supporting real property managed by the USDA Forest Service as it works toward firmly
establishing its monetary value. In a partnership with the USDA Office of Inspector General
and a private accounting firm, a testing methodology and actual appraisals were implemented
in FY 2001. When completed, this project will establish an auditable monetary value for real
property assets, providing information absolutely necessary for the management of these assets.
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Other initiatives under review and scheduled for implementation include the following:

« Implementing a National Fire Plan database to track, monitor, and account for National Fire
Plan spending;

« Initiating commitment accounting;

 Implementing tools to generate financial and performance reports from Web-based
accounting databases;

 Improving agency performance measurement;

 Continuing to refine and generate quarterly status of funds analyses that track USDA Forest
Service spending; and

 Evaluating information requirements to reduce the volumes of data maintained in the

USDA Forest Service general ledger system

[Click here to return to Executive Summary |




Introduction

Highlights

National Fire Plan

Analysis of Agency Performance

The USDA Forest Service FY 2001 Revised Annual Performance Plan committed

the agency to delivering a range of natural resource-based benefits for the American people in
accordance with the 1997 Strategic Plan goals and objectives. The USDA Forest Service 1997
Strategic Goals are as follows:

Goal 1 — Ensure Sustainable Ecosystems
Goal 2 — Provide Multiple Benefits for People within the Capabilities of Ecosystems
Goal 3 — Ensure Organizational Effectiveness

The USDA Forest Service's responsibility as a natural resource management agency isto
restore and maintain the health of the land. Through various programs, the USDA Forest
Service manages and protects public lands, and provides technical and financial assistance to
other governmental entities, nongovernmental organizations, private landowners, and others.
The agency strives to provide exemplary service to its customers and to track its
accomplishments through the annual performance plans. These plans are the basic
management tools used to direct resources and implement key strategies and effortsin
achieving long-term goals and objectives.

At the end of this section atable lists performance goals and accomplishments of
the USDA Forest Service during FY 2001. The performance data in this report are measured
against the goals established in the Revised Performance Plan for FY 2001.

Although far from a complete list, several performance highlights are presented below to
illustrate the progress the USDA Forest Service made during FY 2001 in "caring for the land
and serving people.”

The first year of the National Fire Plan (NFP) program provided the USDA Forest Service
with asolid platform for continued success in the coming years. The following paragraphs
provide a brief summary of accomplishments.

The 10-Year Comprehensive Strategy was developed in partnership with the Western
Governors' Association as an integrated framework for implementation of the NFP.

In developing the strategy, the USDA Forest Service collaborated with a broad group
representing the U.S. Department of the Interior, States, local governments, tribal interests,
conservation and commodity groups, and community-based restoration groups. Oversight
reviews made in FY 2001 provided accountability for the NFP and will be used to make
course corrections for the future.

In FY 2001, the USDA Forest Service hired 3,311 new employees for fire suppression and
related duties. This number is nearly a 30-percent increase over the previous year and
constitutes 97 percent of the hiring goal needed to achieve the Most Efficient Level (MEL) of
preparedness. Equipment, including engines, bulldozers, and other vehicles, was purchased to
strengthen fire suppression capabilities. Many fire facilities were renovated and new facilities
have been planned or built to support the large increase in personnel. Planning and design of
three new air tanker bases was undertaken during the past year.
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The USDA Forest Service in cooperation with the Department of the Interior collaborated
with tribes and States to establish joint oversight groups to identify and prioritize fuel
treatments. Initially, these groups focused on projects to reduce the wildland fire risk to
wildland-urban interface communities. The focus will eventually expand to include the full
spectrum of hazardous fuel reduction projects, as well as projects to restore and maintain the
sustainability of ecosystems. This effort is designed to bring together Federal and State land
managers, local community leaders, and other partners to develop a cohesive strategy for
protecting people and sustaining natural resources. Additionally in FY 2001, the USDA Forest
Service treated 1,361,697 acres for hazardous fuel, including 611,551 acres treated in the
wildland-urban interface. Overall the USDA Forest Service treated approximately 75 percent
of its planned acres. However, the agency treated over 100,000 more wildland-urban interface
acres than it originally planned.

Research and devel opment projects in FY 2001 supported hazardous fuels reduction. Fuels
reduction research focused on prioritizing areas for treatment; determining the impacts of
treatments on wildlife, fish, and riparian areas; and developing new uses and systems for
harvesting forest undergrowth and small-diameter trees. Other research is underway to
identify improved wood product utilization processes for local entrepreneurs.




Watershed Management
and Restoration

The Departments of Agriculture, Commerce, Defense, Energy, and the Interior; the
Environmental Protection Agency; the Tennessee Valley Authority; and the Army Corps of
Engineers adopted the Unified Federal Policy for Watershed Management on Federal Landsin
2001. This policy provides a framework for a watershed approach to Federal land and
resource management activities.

The USDA Forest Service accomplished 133 percent of its land treatment goals and 85
percent of the road decommissioning goal necessary for improving watershed conditions. In
addition to the established performance goals above, NFP watershed restoration project plans
were developed and will soon be released for public review. The Burned Area Emergency
Rehabilitation program plays a major role in emergency watershed stabilization where
wildfires destroy ground cover and reduce the ability of the soil to absorb moisture.

Watershed Restoration—Partnerships in Success

A large-scale, community-based partnership was formed to restore the 200,000-
acre Upper Rio Pefiasco watershed in New Mexico. Three-quarters of the water-
shed is on the Lincoln National Forest.

Local and regional interests are leading this partnership. The project is funded
at more than $2 million; funding from partnerships increased from 10 percent to
37 percent from FY 2000 to FY 2001.

Past practices resulted in declining water quantity and quality, and invasive plants
have increased. Initial restoration activities are focusing on treatment of invasive
plants and water quality improvement projects, along with reintroducing fire into the
urban-wildland interface to control hazardous fuels.

N e, &

Cox Canyon circa 1925 after having been logged in 1903. The same site in 1995. The Rio Pefiasco Wildland/Urban Interface

Project is seeking an ecological balance between these two water-
shed conditions.
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Invasive Species Forest and rangeland health is threatened by invasive species and noxious weeds. During
FY 2001, aggressive actions were taken to control insect infestations such as gypsy mothsin
the East and Midwest, southern pine beetles in the South, and Douglas-fir tussock moths
and bark beetles in the West. Treatments and research efforts were also taken to control
Port-Orford-cedar root disease and Sudden Oak Desth disease in the West, as well as white
pine blister rust and other pathogens throughout the country. Control activities have also been
undertaken on aguatic invasive species, such as the zebra mussel. Emergency contingency
funding of $12.4 million was targeted for insect infestation control nationwide.

Invasive Species Success Story—Partnerships in Success

The Highlands Cooperative Weed Management Area (CWMA), located in
southeast Idaho and southwest Wyoming, is made up of more than 25
cooperators, including Federal and State agencies and private individuals.
During 2001, the Highlands CWMA hosted a "Bag of Woad Days," in which local
students were paid for every pound of Dyer’s Woad they pulled, bagged, and
delivered to the County Weed Supervisor. A $5,000 grant provided by the Idaho
State Department of Agriculture supported this community effort. Students
collected tons of bagged Dyer’s Woad. Curious landowners, noticing the activity,
asked and were taught about the noxious nature of Dyer’s Woad. Nearly 800
people in several small communities received not only payment for their efforts,
but also a keen understanding of community responsibilities in noxious weed
control. Nearly 400 acres of Dyer’s Woad were treated.

The USDA Forest Service played a key role in the process by distributing
information and handling the money that paid the youth. One USDA Forest
Service office ran out of funds the first day because so much Dyer’'s Woad was
brought in. Plans have been made for 2002 to double the efforts for this project,
including a new program similar to the "Adopt a Highway" theme, which will pay
groups (scouts, families, etc.) to keep a portion of a road or town "clean” of
Dyer’s Woad.
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Recreation

Recrestion isamajor use of national forests and grasdands. The USDA Forest Service hosted
209 million forest visitsin FY 2001. Recrestion visitors' activities include hiking, camping,
hunting, fishing, swimming, skiing, boating, driving off-highway vehicles, visiting cultura sites,
and others. More than 26,000 recreation special use permits were administered in FY 2001.

During FY 2001, Recreation.gov, a one-stop Internet site for recreation information on all
Federal lands, received an E-Gov 2001 "Trailblazer" award. The award recognizes
"outstanding electronic Government best practices applications that streamline operations and
improve Government service."

In FY 2001, the USDA Forest Service instituted the National Visitor Use Monitoring Project
to provide statistically valid information on the type, quantity, and location of recreation use
on national forests. Accurate recreation use information will enable the agency to focus
resources to meet visitors demands and improve visitors' satisfaction with their recreation
experience. As the survey is expanded and improved, the accuracy and statistical validity will
also improve.

Hogback Cabin Success Story

Originally constructed in 1917, the Hogback Homestead cabin had deteriorated to
an unusable condition when it came into Forest Service ownership in 1979. Over
the next 6 years, approximately $130,000 was expended for materials, with
$23,000 of that total contributed by private organizations and individuals. Labor
was provided by both Forest Service historic preservation specialists and a large
number of Passport In Time (PIT) volunteers. The cabin was added to the Lolo
National Forest's cabin rental program in the fall of 1995 and has become the
most popular rental on the forest. The annual occupancy rate of the cabin is
approaching 70 percent, and at a fee of $60/day the cabin has become a self-
sustaining undertaking.
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Cooperative Forestry

Performance
Management
in the Future

Summary of FY 2001
Performance Measures
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Cooperative landowner assistance efforts, such as the Forest Legacy Program (FLP) and the
Forest Stewardship Program, have resulted in protection and wise management practices for
nonindustrial private forest (NIPF) landowners and others outside the NFS lands. In FY 2001,
the USDA Forest Service helped protect over 84,000 acres from development in 24 States.
Participating States worked with landowners to initiate the process on an additional 720,000
acres. NIPF landowners were given financial and technical assistance in preparing more than
12,800 forest management plans and in treating more than 1.6 million acres.

More than 10,650 communities participated in urban environment projects through the Urban
and Community Forestry Program. More than 4 million hours of volunteer assistance were
generated for local projects such as Revitalize Baltimore, Chicago Wilderness, and many
others in both large and small communities.

In FY 2002, the USDA Forest Service will begin to move toward to a new, outcome-oriented
budget and planning structure that shows linkages among resources, program activities, and
results. This process will formally debut in the FY 2003 budget cycle. Future budgets will
integrate data from the strategic goals and objectives and will demonstrate the impact of
funding on actual on-the-ground work accomplished. A results-oriented budget and planning
structure will provide Congress and the public with a clearer understanding of the benefits
attained through taxpayers’ dollars that finance the management of the Nation's forests.

The ability of the USDA Forest Service to effectively integrate budget and performance
management depends on having appropriate measures and collecting high-quality data to
support these measures. In FY 2002, the USDA Forest Service will continue to refine
accomplishment reporting requirements and its ties to both the Budget Formulation and
Execution System and the Foundation Financial Information System. The agent will focus on
the relevancy, accuracy, and burden associated with data collection efforts and accounting
codes used to charge costs of various activities.

The tables on the following pages depict the revised performance measures for the FY 2001
Annual Performance Plan. The FY 2001 Performance Plan is based on the USDA Forest
Service 1997 Strategic Plan.


http://www.fs.fed.us/spf/coop/flp.htm
http://www.fs.fed.us/spf/coop/fsp.htm
http://www.fs.fed.us/spf/coop/ucf_general.htm
http://www.fs.fed.us/spf/coop/ucf_general.htm

€e

1. Ensure Sustainable Ecosystems

FY 2001 FY 2001
Performance Measures FY 1999 FY 2000 Revised FY 2001 Percent
Actual Actual Target Actual Accomplished
# acres of land treatments to protect and improve watershed conditions on NFS lands 35,562 29,899 23,946 31,863 133
# miles of roads decommissioned 2,907 2,545 2,560 2,164 85
# acres of lands restored by reforestation 267,013 217,215 185,002 195,593 106
# acres of treatment of harvest-related woody fuels—brush disposal 108,896 93,459 109,982 90,682 82
# acres of noxious weed treatment to protect and restore forest and grassland 87,000 121,946 85,000 143,938 169
ecosystems on NFS lands
# acres of rangelands treated to protect and restore forest and grassland ecosystems | 5,000,000 | 4,074,880 | 5,000,000 | 4,539,798 91
on NFS lands
# acres of timber sales to protect and restore forest and grassland ecosystems on 448,746 340,148 400,000 248,471 62
NFS lands
# acres of forest lands maintained or enhanced by stand improvement 262,786 223,634 205,721 283,855 138
# acres of hazardous fuels reduction 1,412,281 772,375 1,800,000 | 1,361,697 76
percent of most efficient level for firefighter production capability 69 74 100 97 97
# acres of land ownership consolidated through acquisition and exchange to facilitate 488,835 214,740 129,686 164,035 126
restoration and protection
# acres of NIPF lands under approved stewardship management plans 1,866,000 | 1,437,360 1,579,600 | 1,616,986 102
# acres of legacy project acquisition 19,281 29,614 200,000 84,709 42
# million acres of forest health surveys and evaluations on Federal and cooperative 788 737 788 615 78
lands
# miles of inland stream improved for fish habitat 1,164 883 1,492 1,090 73
# miles of anadromous stream improved for fish habitat 715 601 623 618 99
# miles of aquatic TES stream improved for fish habitat 315 203 240 485 202
# acres of inland lake to improve forest, rangeland, and lake habitat for wildlife and 11,362 11,321 9,361 12,526 134
fish species
# acres of anadromous lake to improve forest, rangeland, and lake habitat for wildlife 4,939 6,748 5,729 4,406 77
and fish species
# acres of aquatic TES lake habitat to improve forest, rangeland, and lake habitat for 45 78 920 1,496 1,662
wildlife and fish species
# acres of terrestrial wildlife habitat restored or enhanced to improve forest, 184,527 132,580 155,860 166,785 107

rangeland, and lake habitat for wildlife and fish species
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FY 2001 2001

Performance Measures FY 1999 FY 2000 Revised FY 2001 Percent
Actual Actual Target Actual Accomplished

# acres of terrestrial TES habitat restored to improve forest, rangeland, and lake 82,247 59,793 90,690 74,338 82

habitat for wildlife and fish species

# signed conservation agreements, strategies, and recovery plans 269 314 375 572 153
# of research products, tools, and technologies transferred to users 5,715 6,719 5,704 8,021 141
% forest land covered by the Annual FIA and FHM Programs 21 47.5 62 78 126
# million acres of above-project inventory completed* 63.8 58.7 110 124 113
# assessments completed* 169 130 160 154 96
# acres of wilderness meeting forest plan standards for physical and social conditions 31,300 *x 31,450 ** *

* A change to how these measures were calculated occurred during FY 2001.

** A definition problem was discovered in FY 2000. Clarifying guidance to correct this definition was not in place a sufficient amount of time to correct the discrepancy for FY

2001 reporting purposes.
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2. Provide Multiple Benefits for People within Capabilities of Ecosystems

FY 2001 FY 2001

Performance Measures FY 1999 FY 2000 Revised FY 2001 Percent
Actual Actual Target Actual | Accomplished

# annual education contacts 551,000 568,658 555,000 411,589 74
# permits administered for recreation special uses 23,792 24,541 23,700 26,178 110
# heritage sites preserved/ protected 4,345 4,430 3,096 4,808 155
# heritage sites interpreted 593 674 421 601 143
# participating urban communities 10,514* 10,547 11,100 11,021 99
# communities and volunteer fire departments assisted 2,450 2,990 4,332 3062 71
# communities working under broad-based local strategic plans 740 916 925 959 104
# million cubic feet of timber volume offered 437 322 720** | 3,180,343 44
# thousand animal unit months of livestock forage 8,903 7,970 8,000 7,790 97
# mineral operations processed 12,247 11,171 ok 7,934 ok
# mineral operations administered to standard 9,189 kkk rxx 8,254 ok
# forests and grasslands initiating or completing new LRMPs or revisions 11 5 15 8 53
# scheduled monitoring reports 101 88 128 104 81
% of enforcement capability 28 30 30 44 147
% of investigative capability 49 51 51 43 84
# miles of boundary line located and maintained 3,102 2,880 3,282 3187 97
# cases resolved to provide and protect public access 332 263 440 292 66
# special use permits administered to standard 18,726 12,108 6,522 12,907 198
Road Condition Index rating — 305 337 + +
% roads without critical deferred maintenance needs 40 42 41 10 24
% roads open to intended traffic 90 96 96 94 98
Accident frequency on roads managed and maintained for passenger cars 40 40 40 + +
% bridges inspected as scheduled — 67 100 66 66
Average bridge sufficiency rating — — 60 — —
% facilities maintained to meet standard — — 20 + +
# capital improvement projects accomplished 62 73 79 72 91
# million PAOT days of seasonal recreation capacity available 203 198 200 230 115
# miles of trails maintained and improved 33,049 25,575 42,045 44,485 106

* Corrects FY 2000 Annual Performance Report.

**JSDA Forest Service capability does not reach the target of 3.6 billion board feet (720 million cubic feet) of combined green and salvage timber offer requested by the FY 2001
Interior and Related agencies Appropriations Act. The USDA Forest Service estimates that its capability is 1.4 billion board feet (284 million cubic feet) of timber offer.

*** Targets were not established for FY 2001.

****Data is not available due to misinterpretation of measure definition.
+ Deleted

— Data not available.
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3. Ensure Organizational Effectiveness

FY 2001 2001
Performance Measures FY 1999 [ FY 2000 Revised FY 2001 Percent
Actual Actual Target Actual Accomplished
% total workforce who are minorities, women, and persons with disabilities 48.7 48.8 48.9 49.6 101
% leadership positions (GS-13 and above) held by minorities, women, and persons 34.5 35.6 37.2 35.8 96
with disabilities
# persons served in Youth Conservation Corps 717 705 735 891 121
# persons served in Job Corps 8,623 8,818 8,000 9,528 119
# persons served in Senior Community Service Employment Program 5,221 5,410 5,000 5,537 111
% of related indicators for implementation of USDA civil rights initiative 78.4 80 85 90 106
% of employees in workforce participating in CIP survey 46 — 50 _ _
Electronic | Electronic | Deleted Deleted Deleted
) _ payments | funds transfer| since goal
Offer to all customers, contractors, suppliers, and vendors opportunity to conduct by agency | primary was
electronic financial transactions available | method of [achieved
payment
L . . - . Evaluation| Corrective |25 new Deleted as | Deleted
Establish internal enterprise teams to improve management efficiency of national of initial action taken | teams an indicator
forests in California efforts based upon | established | of this
complete | evaluations objective
Offer toll-free telephone, World Wide Web, and automated applications to all permit- All but toll | 1 new New L new
' ' —free Web-based | Web-based | Web-based
tees and applicants of most frequently requested special use permits telephone | application |applications | application 100
access is | added added as added as
available they are part of
reengineered | reserveusa.cory
. . - . . . "Service | "Service All "Service | 340 "Service
Improve service to public land users by providing one-stop shopping for information, First" plans| First" plans | First" First"
permits, and other frequently requested over-the-counter products and services at completed | implemented| locations projects
BLM and USDA Forest Service facilities ona  |onalocal [adoptmodelfimplemented 100
State-wide| basis for information
basis delivery
process
# customer satisfaction surveys completed 5 3 4 4 100
# followup analyses 24 0 4 4 100
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FY 2001 FY 2001
Performance Measures FY 1999 [ FY 2000 Revised FY 2001 Percent
Actual Actual Target Actual Accomplished
Yes, Yes, Yes Yes,
Real Property Inventory completed partially partially partially
Timber Sale Accounting system implemented No No No
Prototype
. . set partially Completed | partially
Financial management reports developed partially completed | agencywide| completed
completed
Unqualified audit opinion No No Yes No
Audit i , - Yes, Yes, Yes,
udit items from the Secretary’s Management Report eliminated partially partially Yes partially
% of delinquent debts referred to Treasury for offset and cross-servicing NA NA NA NA

- - - Accomplishment cannot be reported as a percentage.
— Data not available

[Click here to return to Executive Summary

[Click here to return to Analysis of Agency Performancd
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Analysis of Agency’s
Financial Position

The USDA Forest Service annually produces a series of financial statements to summarize the
financial activity and associated financial position of the agency. Five principal statements are
shown in Appendix A. They include a Consolidated Balance Sheet, a Statement of Net Cost, a
Statement of Change in Net Position, a Statement of Budgetary Resources, and a Statement of
Financing. The agency’s goal in producing these statements is to provide relevant, reliable, and
accurate financial information related to USDA Forest Service activities. Through analysis of
the agency’s FY 2001 financial statements, the following key points are highlighted.

The USDA Forest Service reports $8.5 billion in assets for FY 2001, 98 percent of which are
classified in three major categories. First, 58 percent are General Property, Plant and
Equipment (General PP& E)—primarily forest road surface improvements, culverts, bridges,
campgrounds, administrative buildings, other structures, and equipment purchased for $5,000
or more. Second, 35 percent are fund balances with the Department of the Treasury—
primarily funds derived from congressional appropriations and funds held in trust for
accomplishing purposes specified by law. Third, 5 percent, or approximately $412 million, are
accounts receivable—primarily amounts due from other Federal entities or the public as a
result of the delivery of goods, services, specific activities performed by the Forest Service.

All Other Intragovernmental

and Governmental Assets
Accounts Receivable 20/
(i}

Governmental

General Property
Plant & Equipment

Dept. of Treasury
Fund Balances

35% 22



Budgetary Resources

Revenues

The approximately $5 billion for General PP&E includes assets acquired by the USDA Forest
Service to be used for conducting business-like activities, such as providing of goods or
services. General PP& E does not include the value of heritage assets (agency assets that are
historical or significant for their natural, cultural, aesthetic, or other importance and generally
are expected to be preserved indefinitely) or the value of stewardship assets (primarily land
held by the agency as part of the NFS and not acquired for, or in connection with, other
General PP&E). Although heritage and stewardship assets may be considered as priceless,
they do not have a readily identifiable financial value and are not recorded within the Annual
Financial Statements of the USDA Forest Service. An in-depth discussion of stewardship
assets is presented in the Required Supplementary Stewardship Information section of this
report, Appendix E.

Fund balances of approximately $3 billion with the Department of the Treasury (congressional
appropriations and trust funds) are available to the agency to pay authorized expenses and
finance purchase commitments. In addition, cash assets for the USDA Forest Service at the
end of FY 2001 decreased nearly 100 percent from FY 2000, from $61.4 million to $.2
million. This dramatic decrease was due mainly to aggressive work nationwide to resolve
issues associated with unreconciled bank deposits. The prompt deposit of cash assets results
in funds that are immediately available for other governmental purposes.

The USDA Forest Service had budget authority of just over $5.3 billion in Federal appropri-
ations during FY 2001, a $1.4 hillion (36 percent) increase over FY 2000. These are general
Government funds administered by the Department of the Treasury and appropriated for the
agency’s use by Congress. The mgjority of the increase was, by far, related to agency
emergency wildland fire management activities. These activities include preparing for or
managing wildland fires as well as related work, such as reducing hazardous fuels to lower the
danger of wildfiresin selected areas. A portion of thisincrease, $276 million, was designated
by Congress to repay agency funds "borrowed" from other accounts in prior fiscal yearsto
conduct emergency wildland fire management activities. The agency routinely exercises its
statutory authority to borrow from any other funds available to the agency on a short-term
basis to fight wildland fires. When such borrowing takes place, the agency then requests
additional appropriations from Congress to repay such amounts and thereby accomplish the
purpose for which the funds were first provided.

The USDA Forest Service collected approximately $1.4 billion of earned revenue during

FY 2001, compared to $700 million during FY 2000, a 100 percent increase. This increase
was derived primarily from activities associated with S& PF ($316 million) and the NFS ($214
million). The majority of earned revenues received by the USDA Forest Service arise from
two sources: providing goods and services and reimbursable activities. Goods and services
include such items as the sale of forest products (timber and firewood), recreational opportu-
nities (campgrounds), mineral resources, livestock grazing, and special land use fees for power
generation, resorts, and other business activities conducted on NFS lands. Reimbursable
activities include work completed for individuals and businesses cooperating with the agency,
as well as work completed mainly in accordance with the Economy Act for other Federal
agencies.
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Expenses
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The USDA Forest Service distributes a portion of earned revenues to eligible Statesin
accordance with existing law. Of such revenues for FY 2001, $384 million was distributed to
41 States in accordance with the Secure Rural Schools and Community Self-Determination
Act of 2000. This funding will benefit public schools and roads in communities hosting
national forests and pay for local forest stewardship projects.

The FY 2001 Net Cost of Operations for the USDA Forest Service indicates the impact of
deducting earned revenues from program costs. While total gross program costs increased by
8 percent over FY 2000, the net operating costs decreased by approximately $400 million,
from $4.2 billion to $3.8 hillion. An analysis of the $5 hillion of total gross program costs
shows that approximately 58 percent ($2.9 billion) was associated with the NFS. The S& PF
program accounted for approximately 36 percent ($1.8 hillion), and the balance was related to
R&D ($244 million) and Working Capital Fund (WCF) program costs ($148 million).

$10,000,000,000 —

$8,475,921,000

$ 8,000,000,000 —

$6,540,678,000

$6,000,000,000 —

$5,045,989,000

$4,000,000,000 —

$2,000,000,000 [~
$1,377,171,000

Assets Budgetary Earned Program
Resources  Revenues Costs


http://www.fs.fed.us/payments/
http://www.fs.fed.us/payments/

Liabilities and Net
Position

The USDA Forest Service identified $2.2 billion in liabilities at the end of FY 2001,
representing probable future expenditures arising from past events. Federal agencies, by law,
cannot make any payments unless Congress has appropriated funds for such payments. A
portion of liabilities reported by the USDA Forest Service for FY 2001, however, is currently
not funded by congressional appropriations. For example, 28 percent ($606 million) consists
of unfunded amounts needed to pay employees for annual leave they have earned but not yet
taken and Federal Employees’ Compensation Act benefits that have accrued to employees for
death, disability, medical, and other approved costs that have not been paid. An additional 1
percent of reported liabilities ($12 million) are custodial liability funds that belong to
non-USDA Forest Service entities. These amounts are held by the agency in special receipt
accounts pending transfer to an appropriate party.

In addition, liabilities disclosed on the agency’s balance sheet do not include estimated costs
to clean up hazardous materials arising from the activities of potentially responsible parties
(PRPs). Such activities include abandoned mines, landfills, or other sites located on lands
administered by the USDA Forest Service. A discussion of the current estimated cost of
cleanups ($2.5 hillion) isincluded in Note 11 to the Principal Financial Statementsin
Appendix A of this report. The agency is still discovering sites with hazardous materials that
will require cleanup. Therefore, the actual number of sites, as well as total cleanup costs, will
likely change. In many cases, collection actions are initiated against PRPs to recoup site-
specific cleanup costs as they are identified.

A net position of $6.3 billion is reported for FY 2001, consisting of 44 percent ($2.8 billion)
for unexpended appropriations and 56 percent ($3.5 hillion) as the cumulative results of
operations. Unexpended appropriations reflect spending authority made available by congres-
sional appropriation that has not yet been used. Cumulative results of operations reflect the
cumulative effect of excess financing over expenses for a budget account since its inception.
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Financial Management Controls

This section provides information on the USDA Forest Service's compliance with the
following:

* Federal Managers Financial Integrity Act (FMFIA);

* Inspector General Act Amendments (Audit Followup);

 Federal Financial Management Improvement Act (FFMIA); and

* Biennia review of users fees.

The FMFIA requires agencies to annually provide a statement of assurance regarding the
effectiveness of management, administrative and accounting controls, and financial
management systems. The USDA Forest Service believes that maintaining integrity and
accountability in all programs and operations is critical for good government and demonstrates
responsible stewardship over assets and resources entrusted to the agency’s care.

The USDA Forest Service continues to make significant progress in correcting

previously reported material weaknesses, system nonconformances, and timely implemen-
tation and closure of audit recommendations. For FY 2001, the USDA Forest Service reports
the following:

e One new material weakness; i.e., Timber Sale Environmental Analysis;

 The status of seven open material weaknesses under Section Two of the FMFIA; and

* Oneinstance of system nonconformance under Section Four of FMFIA.

As shown in the following table, significant progress has been made to correct and close
previously reported accounting system nonconformances. The USDA Forest Service, in
partnership with the U.S. Department of Agriculture, continues to aggressively pursue
initiatives to fully integrate the Foundation Financial Information System (FFIS).



Management Controls:
Federal Managers’
Financial Integrity Act

The following tables highlight reported material weaknesses and system nonconformance with

general accounting standards.

Section Two Status Anticipated
Material Weaknesses Correction
Timber Sale Administration Closed FY 2002 N/A
Financial System Open FY 2003
Special Use Permits Open FY 2002
Encroachments Closed FY 2002 N/A
Personal Property Open FY 2002
Contracting Open FY 2002
Performance Reporting Open FY 2003
Timber Sale Environmental Open FY 2004
Analysis Requirements
Section Four Correction Date Anticipated
System Nonconformances Correction

Real Property Management
Information System

Open

To Be Determined

Credit and Cash Management

Central Accounting Subsystem:

Closed FY 2001

N